MAJESTIC WILEY 
OGG AN NIU ATERERO RT 


ea 


asa eR gma 


Contents 


Page 
Page 
Page 
Page 
Page 
Page 
Page 
Page 
Page 
Page 
Page 
Page 


Page 


ansrAwW— 


20 


23 


23 


24 


Financial highlights 

Letter to our shareholders 
Review of the year 

Board of directors 

Auditors’ report 
Consolidated balance 
sheets 

Consolidated statements of 
income 

Consolidated statements of 
retained earnings 
Consolidated statements of 
changes in working capital 
Notes to consolidated finan- 
cial statements 

Summary of consolidated 
balance sheets 

Summary of consolidated 
income statements 
Corporate information 


Total revenues 
Net income. . 
Earnings per share 
Shareholders’ equity 
Cash flow from operations 


COTE 
$48,612,000 
$ 1,262,000 

16.3¢ 
$19,421,000 
$ 4,566,000 


Market price range per share (high/low per quarter ended): 


WAC ee $2.75 - 
JGne 80-3) ee $370 
Septeoer 20 ae we e310 * 
December 31 <4 tA 


1976 
$125,093,000 
$ 2,819,000 
34.0¢ 
$ 18,156,000 
$ 5,576,000 


- $3.20 - $2.40 
© $2.65 - $2.20 
$2.40 - $1.50. 
$231 - $150 


so 


he 


V.N. Osadchuk, President 


Bankes, Chairman 


J.M 


In 1977, gross revenues totalled 
$48,612,000 compared to 
$125,093,000 for the year ended 
December 31, 1976. Net income for the 
year ended December 31, 1977 
amounted to $1,262,000 or 15.3¢ per 
share compared to $2,819,000 or 34.0¢ 
per share for 1976. Decreases reflected 
in 1977 were primarily attributable to 
the completion in 1976 of Section 2 of 
the Trans Alaska Pipeline Project. As 
previously reported to you, the 1977 
results were favourably impacted by 
the resolution with the owner of the 
Alaskan project certain outstanding 
contractual matters. 

Your Company's financial strength 
showed further improvement during 
the year and at December 31, 1977, the 
consolidated working capital 
amounted to $13,127,000. This strong 
liquid position permits the Company to 
participate In contracts of size and, at 
the same time, will allow the Company 
to examine desirable opportunities to 
diversify into other areas. 

Large diameter pipeline 
construction in Canada was at a 
relatively low level of activity 
throughout 1977. As a result, 
competition for projects tendered upon 
during this period proved to be intense. 
Notwithstanding the highly 
competitive market and the inclement 
weather experienced during the 
summer construction season, your 
Company's performance can be 
described as reasonably satisfactory. 
For the ensuing year, we do not foresee 
any great increase in the demand for 
the services offered by your Company, 
but as in the past, we shall pursue 
aggressively such work as may become 
available. It is encouraging to report 
that recently your Company was 
awarded two contracts for pipeline 
work in northern British Columbia, 
having a combined value in excess of 
$35,000,000. 

Due in part to the apparent 
increased level of pipeline construction 
activity in the United States during the 
past year, your Company, in a 0% joint 
venture with a U.S. contractor, was 
successful in obtaining a sizeable 


amount of work in 1977 in that country. 
However, unusually wet weather 
caused these operations to be only 
marginally successful from a cash flow 
point of view, and indeed from a profit 
standpoint, were not successful. 
Projected pipeline construction, 
activities in the United States in 1978 
appear to be higher than in 1977 and 
your company expects to participate 
provided we can foresee a reasonable 
opportunity for profitable operation. 

J. L. Cox & Son, Inc. experienced a 
more active year in 1977 than 1976 
and exceeded annual profit projections. 
We are hopeful that this situation will 
continue throughout 1978. Falcon 
Transport Ltd. achieved lower revenues 
in 1977 than 1976 primarily due to the 
slow down in exploration activities in 
the Canadian Arctic. Further reductions 
in revenue during 1978 are anticipated 
as the oil and gas exploration 
companies continue to downgrade 
their efforts in these remote areas, 
primarily as a result of the aborted 
plans for a MacKenzie valley pipeline. 

Your company successfully 
completed its pipeline construction 
contract in India in 1977. Also, during 
1977, the Company submitted tenders 
ona selective basis for pipeline 
construction work in the Middle East, 
but without success. Notwithstanding 
the fierce competition for work 
internationally, your Company 
continues to monitor opportunities on 
a world-wide scale and will tender for 
work which can be competitively 
priced and will produce acceptable 
profit margins. 

Undoubtedly, the most promising 
news in 1977 was the approval in 
principle given to the Alaska Highway 
Pipeline Project by both the Canadian 
and United States authorities. The total 


system, excluding the Dempster lateral, 


tentatively calls for the construction of 
approximately 730 miles of 48” line in 
Alaska, approximately 2,000 miles of 
36" to 48" line in Canada, and 
approximately 2,000 miles of 36” to 
42" line in the lower United States. 
Construction activities could begin in 
1979 and current plans envisage the 


flow of Alaskan gas by the end of 1983. 
Due to your Company's experience and 
expertise gained in the construction of 
various northern projects, including the 
Trans Alaska Pipeline Project, and its 
ownership of a Substantial amount of 
large diameter construction 
equipment, we feel that your Company 
is Well positioned to participate In 
these projects. 

The Board of Directors of your 
Company wish to express their 
gratitude and good wishes to all of the 
many loyal and dedicated employees 
for their continuing contribution to the 
success of the Company. In addition, 
we are most appreciative of the valued 
assistance provided by our financial 
associates, co-venturers and 
shareholders. 


YU. Pradebe ite 


V. N Osadchuk, President 


fins hn 


“ J M. Bankes, Chairman 


Financial 

Consolidated revenues for the year 
ended December 31, 1977 amounted 
to $48,612,000, a decrease of 61% from 
the year ended December 31, 1976. Net 
income for 1977 amounted to 
$1,262,000 or 15.3¢ per share, a 
decrease of 55% from the 1976 fiscal 
year. The reduction in revenues and net 
income during 1977, primarily resulted 
from the completion in late 1976 of the 
work relating to the Trans Alaska 
Pipeline Project. Included in the 1977 
figures, however, is your Company's 
share of the amount received from the 
client relating to fee for additional 
scope of work and change orders, and 
additional equipment rentals, 
demobilization and repair costs for the 
construction equipment provided by 
the Company for this project. 

Consolidated working capital 
showed a further increase during 1977 
and totalled $13,127,000 at December 
31, 1977. This represents a 65% 
increase over the 1976 year end 
amount and is primarily due to the cash 
flow generated from operations during 
the current year. 

Total general and administrative 
expenses increased by $457,000 
during 1977, primarily attributable to 
salaries and related costs of certain 
personnel who were engaged in Alaska 
in 1976 working on the Trans Alaska 
Pipeline Project, the comparable costs 
of which were properly included in cost 
of operations in 1976 instead of 
general and administrative expenses. In 
addition, the design, programming and 
computer rental costs relating to the 
installation of your Company's new 
accounting and control systems, are 
reflected in the 1977 increase. 

The substantial increase in other 
income during 1977 is due to the gain 
on disposal of the spread of equipment 
surplus to the Company’s requirements 
upon completion of the Dempster 
Highway Project. As well, the 
unrealized gain on translation of 
foreign currencies to Canadian dollars 
amounting to $279,000 is included 
therein. 
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One of the Company's large all terrain vehicles operating in the Canadian Arctic. 


As part of its operations in the Arctic, the Company constructs ice roads to facilitate 
movement of supplies and equipment. Seen here are two of the units used to bui/d such 


roads, replenishing their supply of water from a lake. 


The operating results for the fourth quarter of the current year and for the year 


ended December 31, 1976 are summarized below: 


TOT: 
REVeNUC iss 5 lane cs Maar nee Uren ie ara $6,782,000 
Expenses (net of other revenue) ..... _ 7,889,000 
(Loss) Income Before Taxes.......... (1,107,000) 
INCOMe:LaxeSaere (ler (535,000) 
Net (Oss) iieens cee ean ee ren eee $ (572,000) 
PérSharea aes 1k een ee (6.9¢ 


7G 
$15,037,000 


14,557,000 


480,000 
521,000 


$ (41,000) 


(.6¢) 


Operating in the remote areas of the Canadian Arctic requires the use of 
many specialized pieces of equipment. Shown here is one of six Company 
owned ‘desert trucks”, huge vehicles used for transportation, in this 
instance moving a DY tractor with the dozer blade and ripper attached 


The loss sustained during the 
period October 1, 1977 to December 
31, 1977 is due to the very poor 
weather that occurred in Canada and 
the United States which adversely 
affected the projects in progress during 
that period. In addition, the relatively 
low level of activity unfavourably 
impacted profitability. The net loss for 
the fourth quarter of 1976 was directly 
attributable to the finalization at year 
end of the total income tax expense for 
that year. 


Construction 

During 1977, your Company was 
awarded contracts in Canada for the 
construction or re-rating of 
approximately 105 miles of 12” to 36” 
pipeline and for the hauling and 
stringing of approximately 53 miles of 
20” to 42” pipeline. All of this work has 
been completed. Subsequent to the 
year ended December 31, 1977, your 
Company has been awarded contracts 
in northern British Columbia for the 
construction of approximately 196 
miles of pipeline facilities. This recently 
awarded work should be completed by 
the fourth quarter of 1978. 

Your Company, in a 50% joint 
venture with an experienced United 
States pipeline contractor, was 
awarded contracts during 1977 in that 
country for the construction of 
approximately 413 miles of 6” to 20” 
pipeline. In addition, your Company 
through its wholly-owned subsidiary, 
J. L. Cox & Son, Inc., was awarded 
contracts for the hauling and stringing 
of approximately 518 miles of 8” to 30” 
pipeline in the United States. In Alaska, 
your Company was awarded a contract 
for the clearing and grubbing relating 
to a planned extension of the 
Anchorage, Alaska airport. With the 
exception of one pipeline construction 
job, all of this work had essentially 
been completed by year end. 

Falcon Transport Ltd., your 
Company's wholly-owned subsidiary 
engaged in providing support services 
for oil and gas exploration in remote 
areas, was moderately active in 1977. 
During the year, Falcon’s experienced 
personnel utilizing conventional and 
specialized equipment were at work in 
the Mackenzie Delta region of the 
Northwest Territories for two major oil 
and gas exploration and development 
companies. 

Your Company, as technical 


advisor and consultant to a 
Government of India public sector 
company, successfully completed a 
pipeline construction project in India 
during 1977. Located in the state of 
Assam in northeastern India, the 131 
mile 16” oil pipeline was built in two 
sections to loop an existing line placed 
in service in 1961. The Company's 
participation in this project included 
the provision of specialized pipeline 
construction equipment, and 
management, supervisory and certain 
construction personnel. All personnel 
have been returned, and the 
construction equipment is in the 
process of being returned, to Canada. 


Management 


Your Company's Board of Directors 
was pleased to announce the 
appointment of Mr. John E. Maybin to 
the Board effective September 13, 
1977. Mr. Maybin is the Chairman of 
the Board and Chief Executive Officer 
of Canadian Utilities Limited and is, as 
well, serving on the board of several 
well known publicly held companies in 
Canada. 


Cleaning and priming the pipe for the project in India. The all-/ndian crew is seen working here 
within close proximity to the dense growth common to this area. 


Effective November 30, 1977, the 
Executive Vice President of the 
Company resigned to accept the 
Presidency of one of our competitors. 
Suitably qualified candidates are 
currently being interviewed in order for 
your Board to be ina position to 
appoint a Senior Vice President at an 
early date. 


Continuation in Ontario 

The shareholders of the Company 
passed a special resolution at the 
Annual General Meeting of 
Shareholders on April 26, 1977 
authorizing the transfer of the 
provincial jurisdiction from Alberta to 
Ontario. In accordance with such 
special resolution, appropriate 
documents have been filed which 
makes your Company an Ontario 
company effective December 19, 1977. 
No change in the location of the 
principal office of the Company from 
Alberta is being considered. 


One of the Company's ditching machines digging the trench for the pipeline in 
northeastern India. Joints of pipe have been strung out beside the trench 
awaiting the arrival of the bending and welding crews. 


The massive automotive and railway bridge spanning the Brahmaputra River 
near Gauhati, Assam. Company crews installed the pipeline on this bridge, the 
only crossing of this mighty river, considered to be one of the most sacred in 
India. 


Company crew working on Section 2 of the Alaska project preparing to lower-in 
and tie-in the 48" pipe utilizing fourteen 594 Caterpillar sideboom tractors 


The longest pipeline aerial suspension crossing carrying 48" pipe in the free 
world, Built by the Company for Alyeska Pipeline Service Company, the 1,200’ 
span carries North Slope crude oil across the Tanana River. 


ee 


J.M. Bankes J.B. Barber (1) 


Chairman of the Board of the Company Retired Executive 
Consultant, A. E. Ames and Company Formerly Vice Chairman of the Board and 
Limited Senior Vice President, The Algoma Steel 
Ontario Director, Canadian Schenley Corporation, Limited 
Distillers Ltd. 

V.N. Osadchuk D. B. Perini 
President and Chief Executive Officer of the President, Chief Executive Officer and Acting 
Company Chairman of the Board, Perini Corporation 


(1) Member of the Audit Committee of the Board of Directors of the Company 
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J. E. Maybin (1) 
Chairman of the Board and Chief Executive 
Officer, Canadian Utilities Limited 


R. H. Walker (1) 
Financial Consultant 


MAJESTIC WILEY CONTRACTORS LIMITED 
And Its Subsidiaries 


TO THE SHAREHOLDERS OF 
MAJESTIC WILEY CONTRACTORS LIMITED: 


We have examined the consolidated balance sheet of 
Majestic Wiley Contractors Limited (an Ontario corporation) and its 
subsidiaries as of December 31, 1977 and 1976 and the related 
consolidated statements of income, retained earnings and changes 
in working capital for the years then ended. Our examination was 
made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the accompanying consolidated financial 
statements present fairly the financial position of Majestic Wiley 
Contractors Limited and its subsidiaries as of December 31, 1977 
and 1976 and the results of their operations and the changes in 
their working capital for the years then ended, in conformity with 
generally accepted accounting principles consistently applied 
during the periods. 


Calgary, Alberta ARTHUR ANDERSEN & CO. 
February 9, 1978 CHARTERED ACCOUNTANTS 


Fay, 


As At December 31, 1977 
(with 1976 figures for comparison) 


Assets 
Current Assets: 
Cash, including certificates of deposit of $8,062,000 (1976 - $8,941,000) . 
Accounts: receivable. .an-cs0 ac. aoe orci ee ee ee ee 
Wnbilled works(Netert (bias. cei ceo came teeters rae eee en 
Ineomerxtaxes: refi able we yee wecee ues ener cae ar eee eae emer goa 


Equity in construction joint ventures, at underlying book value (Note 1(e)) 
PFEDGIG: CxXDSNSES 059) nea gah eee ck seer ane ya este ne eae Ne ce ne 
Total current assets 3.022 22 he ey ee ee 


6% Mortgage Receivable, due September 15, 1987.....................0.. 
Property And Equipment, at cost (Note 1(c)): 


LSUUN CHS Specs ere laa oe A Mga 
EVUn CHT GS “Secs & ste acy a aetiecae O e  ece orte 
(OMA AU AKO LMAO (VINCTARVELME Boo he ao een bcocseackoaevaedoussassoovnrvooe 


COTTIG Re sect esac ZR g eencdehe ea a 


less accumulated:depreciationieaese or taare ici eaten aa eran ee 


Net property and ecniormertcy eee eee ere ae pee nee 


Operating Authorities And Incorporation 


EXPENSES) nati COST aie cas aes Sehnert oan ar na 


APPROVED BY THE BOARD: 


The accompanying notes are an integral part of the consolidated financial statements. 


Labor Director 
o. Wk Dra debate Director 


1977 


$ 8,279,000 


1976 


$ 8,799,000 


3,965,000 3,294,000 
1,987,000 3,724,000 
256,000 = 
1,105,000 1,743,000 
119,000 127,000 
15,711,000 17,687,000 
50,000 = 
23,000 23,000 
933,000 907,000 
34,625,000 37,780,000 
100,000 196,000 
35,681,000 38,906,000 
23,359,000 22,909,000 
12,322,000 15,997,000 
193,000 193,000 
$28,276,000 $33,877,000 


MAJESTIC WILEY CONTRACTORS LIMITED 
And Its Subsidiaries 


Liabilities and Shareholders’ Equity 


Current Liabilities: 
Accounts payable 


FACOG Cs abil eC Semmea Mee Ui xc he neni oe hes. as Oe Tee oy NUE Ms as Ane pe cee 
Advance payment on contract in progress (Note 2) 
Deferred contract revenue (Note 1(b)) 


Income taxes payable 


Current portion of long-term debt (Note 3) 
Total current liabilities 
Monae mae me NOLrS) memantine 5 gt hop A a cde sin Pigs Cee au POR Gs ca cee 
Deferred Income Taxes (Note 1(d)) 
Shareholders’ Equity: 
Capital stock (Note 4): 
Authorized - 20,000,000 shares without 
nominal or par value 
Issued and fully paid - 8,273,199 
METRES Sey te SOM SISLS LS) aetna ee ed es ek ps Oe dn So Svs 
GO CRIDUTEC SS LINO CS mmren erty Mt cate ce Oe Ge cc Omadati rts «Mi toed Sa: nah oer 3 eater a ar eeeeierie eee 
RE rain Cs Calm Smear meee tees 0 owtehun nn 6 Gio Monee an Aiae bre sven) dhe eee ae 


otalsnarenOlders sec Wit aug. meaner cee cee es Saat eee Cane eee tee on eer 


7 1976 
$ 1,988,000 $ 448,000 
438,000 812,000 
— 1,374,000 
105,000 1,194,000 
a 5,843,000 
53,000 49,000 
2,584,000 9,720,000 
3,073,000 3, 116:000 
3,198,000 2,885,000 
7,818,000 7,815,000 
3,082,000 3,082,000 
8,521,000 7220 9,000 
19,421,000 18,156,000 
$28,276,000 $33,877,000 


MAJESTIC WILEY CONTRACTORS LIMITED 
And Its Subsidiaries 


For The Year Ended December 31, 1977 


(with 1976 figures for comparison) 


Revenues (Notes 1(b) and 1(e)) 


Costiof Opéerationse(Notess ib) arid 1(6)) 2 eae eee sare eater te ee aren 45,010,000 117,699,000 
Gross Protit’ From’ OperatiOrsees sw apc g cle eee as cen ek encore ee eee 3,602,000 7,394,000 
General And Administrative; EX DenSeS sar ata eee tee eee ea aa 2,157,000 1,700,000 
Income: From ‘OPErAatiOniS secncs Gove os oan 2 eee eet Ue re 1,445,000 5,694,000 
Other Items: 
lnterest on long-term debt ai. ater soeeaee eee tiecae er acento een ee a re (231,000) (240,000) ° 
Other income and expemsese met (IN Gite. (1) |) semen tr mesa eee anes sna cee 1,195,000 544,000 
TotalothersitemSrie: sk os eens cece eee ene eee 964,000 304,000 
lncome: Before. Income: Taxes eS cs ccc ces Sete taste mace a ee 2,409,000 5,998,000 
Provisions For, Income waxes (Noten 1:(d)) ices eee mene ete een eet eee eee 1,147,000 3,179,000 
Net Income es! ais la: Stee ote at eee ag ert ak SeizeZ7 000, $ 2,819,000 
Earnings Per Share (Note 1(g)): 
On weighted average number of shares 
outstanding (1977 — 8,272,220 shares: 
1976: 8°269'798 ‘Shares ta greece ae ee ne ec yo ne 15.3¢ 34.0¢ 
The accompanying notes are an integral part of the consolidated financial statements. 
PorThenvect ended Deca nboncmIS77 
(with 1976 figures for comparison) 
1977 1976 
Balance,.Beginning Of Year 22 accemenc tc ek cos c eee eee ene ee $7,259,000 $4,440,000 
Net (COMO: 25 na.s255 8 See RRs ch sce ube Sie ee re 1,262,000 2,819,000 
Balarice, End of Year. 2c: fe nto ek ee ee ee $8,521,000 $7,259,000 


WT. 


1976 


$48,612,000 $125,093,000 


The accompanying notes are an integral part of the consolidated financial statements. 
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MAJESTIC WILEY CONTRACTORS LIMITED 
And Its Subsidiaries 


For The Year Ended December 31, 1977 
(with 1976 figures for comparison) 


Source of Working Capital: 
NG GR CONC metect aay eee On ie a ue eeu a ete ee eee a eee Ee eC ee oy | oe 
BO DLCCI TIGL eRe Men ueR aN Ae atk oa PNT eee. oF ey. cg ORR WOR, 0 Rallis Ca at EG alan cle te as 
BOT ihCCmI CO MCMAXCS© Aare. e ake eer er eRe oe ok Ce a eae ee Oe aaa cee ee 


iO UICe CEDVZO DEL LON Sawa seer hr en eee fi otiegnen no Mee on a ee Via ot a 
Bi SOsaisnOl_ DIC Dery, amc eCuibrmneint seas ocean trae re ee te ena even ee ee 
ELOCeeUSsaifoln STOCK Options EXerciSed, 4. q74. 25.ee- 4s aagnnea seat eu eae ee 
NVOnkingyCapltakolOVI CEG saris sn aaite © seen Barc Neen oe ok eae a ee 

Use of Working Capital: 
OCH OnoatoEiODelly mC seQUIDIMENts 4.2m asses sree vale see hin sete en cane ee 
RECUeHOnsOl HOMO LeNeC ele wate ccces Stes foo 5, pe raats oa Ora etl eo ae ce meats Soe eee 
Monica CERLeCOlVal lotet, sew a nie teerece es. Anime Stn are ea eA re, eet ee meee 
VVORKINCERCaDItalLUSEO seruar tans Minette yore Uti tain a he hon ena eni tar Meera ee 
aC FCOSCageV OLKMNOMeGDITAl tee a te nae Bcthts cathiarcutlion gue ae amare Rees gaa enemas Seema 
NOR MOEA ta aBeginning. Ot: \ Cal onan 8 acer were eek tne eee oes Cee erm aioe 
Wo ORCE CAD Ital EMCtOUsy Cab tate earn hitler wei ) aay a yan alana nara sh apne mas oe T ee 


The accompanying notes are an integral part of the consolidated financial statements. 


SH 


$ 1,262,000 


1976 


$ 2,819,000 


3,327,000 3,871,000 
313,000 (1,090,000) 
(336,000) (24,000) 
4,566,000 5,576,000 
1,488,000 283,000 
3,000 4,000 
6,057,000 5,863,000 
804,000 1,159,000 
43,000 2,093,000 
50,000 = 
897,000 3,252,000 
5,160,000 2,611,000 
7,967,000 5,366,000 
$13,127,000 $ 7,967,000 


MAJESTIC WILEY CONTRACTORS LIMITED 
And Its Subsidiaries 


December 31, 1977 And 1976 


1. 


Ze 


Summary of Accounting Principles 


a) Principles of Consolidation 

The consolidated financial statements are expressed in Canadian dollars and include the accounts of Majestic Wiley 
Contractors Limited and its subsidiaries, all of which are wholly-owned. 

All significant intercompany transactions and balances have been eliminated in consolidation. 


b) Method of Accounting for Income on Contracts 

Profits from construction contracts are recognized on the percentage of completion basis. The percentage of comple- 
tion is determined by relating the actual cost of work performed to date, to the current estimated total cost of the respec- 
tive contracts. When the current estimated costs to complete indicate a loss, such losses are recognized immediately for 
accounting purposes. Income from claims is recorded in the periods such claims are resolved. 

Unbilled work represents the excess of contract costs and profits recognized to date, on the percentage of completion 
accounting method, over billings to date. Deferred contract revenue represents the excess of billings to date, over the 
amount of contract costs and profit recognized to date, on the percentage of completion accounting method. 


c) Depreciable Property and Equipment 
Depreciation has been provided on the declining-balance method for approximately 79% of the depreciable property 
and on the straight-line method for the remaining 21%. The estimated lives used are as follows: 


BuildingsancdilmproVvementsS 2... arn een ee eee 10 to 25 years 
(Gol gisddVertela ae SN Mess aro cen ead sone ealonccnsane- 6 3 to 10 years 
Other Equipments. schist res ee ee eee 10 years 


d) Income Taxes 

The tax effects of all income and expense transactions are included in each year's consolidated statement of income 
regardless of the year the transactions are reported for tax purposes. 

The deferred income taxes arise primarily from the difference between the depreciation claimed for tax purposes and 
the depreciation recorded in the accounts. 


e) Joint Ventures 

Investments in joint ventures are accounted for on the equity basis whereby investments are carried on the consoli- 
dated balance sheet at cost plus the Company's share of net income to date less cash distributions. Included in equity in 
joint venture as at December 31, 1976 was a 6% note receivable due December 29, 1977 from Perini Corporation, which 
note was received by the Company as a partial non cash distribution from a joint venture. This note and interest accruing to 
date of payment, was paid during 1977. 

The Company's pro rata share of revenue and expenses and changes in working capital have been included in the con- 
solidated statements as follows: 


1977 1976 
INCOME STATEMENT 
REVENUE. sscnc head, ocxznentabicara ae teen ees ete ee nae ae Rn i uP eee ae $12,302,000 $102,665,000 
Cost Of Operatrons ss, ius cA een ele eA ne cere 11,914,000 98,394,000 
Cl derctom exmenMin mee] gat@levsiesidlelanm, tees vc. cli acu avlacs @eo dune Muemon acs onanadneue o388000, $ 4,271,000 
FUNDS STATEMENT 
PREVI d DY ODeRSE OLS xc ten acest ase eae ee en S- ooo000, $ 4,271,000 


f) Foreign Exchange Accounting 
The accounts of the Company, its foreign subsidiary and joint ventures denominated in foreign currencies have been 
translated into Canadian dollars as follows: 
i) as to current assets, except for prepaid expenses, current liabilities except for deferred income, and long-term 
debt, at the exchange rate prevailing at year end. 
ii) as to prepaid expenses, deferred income, property and equipment including accumulated depreciation and defer- 
red income taxes, at the approximate rate of exchange prevailing at the time the transaction occurred. 
iii) as to revenues and expenses, the average rate of exchange for the year except for items relating to balance sheet 
accounts that are translated at historical exchange rates. 
eee Sten gains and losses are included in the consolidated statement of income (1977 — gain of $279,000; 
— NIL). 


g) Earnings Per Share 
Earnings per share have been computed in accordance with generally accepted accounting principles applicable in 


eta and are calculated by dividing net income by the weighted average number of common shares outstanding during 
each year. 


2. Advance Payment On Contract In Progress 


Under the terms of a contract, a client advanced $1,600,000 prior to the commencement of work. Such advance pay- 
ment was secured by an irrevocable letter of credit to the client in the amount of the advance. Both the advance payment 
ay me amount of the letter of credit were reduced on a proportional basis upon the payment of monthly progress billings 

y the client. 


3. Long-Term Debt 


Rate of 

1977 1976 Interest 
Lease purchase contract, 
repayable at $4,909 US. per 
month (principal and 
TE CECS LONI at no, hc. teeta a ehy rye aa cM ie Mees rok O8. MP1 ARN ale $ 74,000 S 11.000 13.32% 
Mortgage payable, due in 
annual installments of 
SoOOON SToOluSiuleheS Uae a a eterna emer eMe eS i ene atenolol 52,000 54,000 8% 
Convertible debenture payable 
to major shareholder (Perini 


Binnitedindtedvianci | G80 eter ceca cmat ale, ent ua nn eee 3,000,000 3,000,000 7% 
3,126,000 3,165,000 
AB) US WAR Util ae O ORY Calls oa aan arson Ole ale Ah Se tam rl i een Sy, Pa 53,000 49,000 


$3,073,000 $3,116,000 


The lease purchase contracts are collateralized by the pledge of specific equipment (cost $219,000). 

The mortgage payable is secured by the land and improvements of a subsidiary company (cost $90,000). 

The 7% convertible debenture is unsecured and is convertible into 300,000 shares without nominal or par value at any 
time prior to March 1, 1980. 

Payments on long-term debt over the next five years are as follows: 


(he dom SPU a eater mop ese ene es er Tes $ 53,000 
1D 7 9 Seer see eae tat Ns et RPE ee 34,000 
1:OCO severe rete: Oro e eee ty ere 3,007,000 
RS ESIE: Oe i meee ee Ma RNS een eh Ro 7,000 
CSV em 8 NET acer ete EES OY cat 7,000 

$3,108,000 


4. Capital Stock 


Majestic Wiley Contractors Limited has a stock option plan whereby certain key employees have been granted options 
exercisable during the period of five years from the date of the grant at a rate of 20% of the total optioned shares per year 
on a partially cumulative basis. Following is a synopsis of transactions and events which affected the number of shares 
held under option agreements during the year ended December 31, 1977: 


Options 

Price Expired 
Date Option Per Opening Options Or Closing 
Granted Share Balance Exercised Revoked Balance 
ENR AIRSES AS ee os te eee an eee ee eee $3.74 86,226 - CPP 54,994 
RU Ve An Oi, A erent CoS shen cata no uit iaek: $3.69 5,600 — 1,200 4,400 

revevetanleys pes WN win hee. eee oer ee: $1.148 10,000 SE eiets) 6,667 ze 

@yeiko) ofsie 27 TC Asy me hes en el eee S22 7,820 = 1,380 6,440 
109,646 SHEE) 40,479 65,834 


9. 


As of December 31, 1977, the following shares of the Company have been set aside for possible issue: 
For possible exercise of existing stock 


OPTIONS 22 ws Sha A ees Aho ee ee ee de ch ee ene ee 65,834 
For possible Tuture Stock Options meen rracm eyes een ee eee 6,936 
For possible conversion of 7% convertible 

debenture ce seth ace ee ena ta ates cn ene ee a ae ee remo 300,000 

SHAW LO 


Exercise of all stock options and conversion of the 7% debenture would not significantly dilute earnings per share. 


Remuneration of Directors and Senior Officers 


The aggregate direct remuneration paid to the Directors and Senior Officers for the years ended December 31, 1977 
and 1976 is as follows: 


1977 1976 
Amount Number Amount Number 
Directors who are not 
Senior OFfiCers saat re cs eee oe at eae ee $ 5,000 4 $ 6,000 3 
Directors who are also 
SenionOfficets,.: tae 4 aes Sees oe ened renee 318,000 ss 265,000 ae) 
323,000 i, 271,000 6 
Senior Officers who are 
NOtiDIreCtOrs. hai z oA Se erase ete e car eec eeee eee 179,000 281 369,000 28) 
$502,000 ee $640,000 (al 


Employee Benefit Plans 


a) During 1978, the Company will be amending its pension plan which covers executive, professional, administrative and 
clerical employees, subject to certain specified requirements. The amendment increases potential benefits upon retirement 
to a maximum of 50% of the average of the highest five years’ salary for each employee. Upon amendment of the pension 
plan, it is estimated that the unfunded past service liability will be approximately $300,000 (1976 — $313,000 for the exist- 
ing pension plan) which will be paid and charged to operations in equal annual amounts of approximately $34,000 over the 
next 15 years. For the year ended December 31, 1977, the total cost of the pension plan is $77,000 (1976 — $107,000). 


b) The Company has a deferred profit sharing plan and an incentive compensation plan for certain key employees which 
provide for payments to be made to or on behalf of such employees based on the profitability of the Company. As at 
December 31, 1977, an amount of $167,000 (1976 — $204,000) has been charged to income under the terms of these 
plans. Effective January 1, 1978, the deferred profit sharing plan will be terminated. 


Continuation In Ontario 


Pursuant to a special resolution passed by the shareholders on April 26, 1977, the Company filed the appropriate docu- 
ments to transfer its jurisdiction from the Province of Alberta to the Province of Ontario. Such Continuation was effective as 
of December 19, 1977. 


Contingencies 


a) An action was filed in January, 1976 against a pipe manufacturer and the Company in the amount of $7,000,000 for 
alleged breach of contract relating to construction methods which allegedly did not produce a satisfactory quality of work. 
Management is of the opinion that the suit is without merit and has instructed legal counsel to enter its defense according- 
ly. The insurers are defending the action up to a maximum coverage of $5,000,000. 

b) The Company has filed a substantial claim against a client and is currently engaged in examinations for discovery in 
connection therewith. Legal counsel is of the opinion that because of revised project requirements, the Company is entitled 
to revised unit prices, or failing agreement on such, to calculate the contract price on a ‘cost plus” basis. The amount of 
any additional revenue that may be received cannot be accurately determined at this time. 

c) Other contingent liabilities include the usual liability of contractors for performance and completion of both Company 
and joint venture construction contracts. 


Federal Anti-Inflation Legislation 


On October 14, 1975, the Canadian Federal Government announced extensive controls on wages, prices, and divi- 


dends. The wage and price controls, to which the Company and its subsidiaries are subject, will be in effect until December 


Si), 


FAS), 
Dividend payments are controlled under the guidelines for the period October 14, 1977 to October 13, 1978. During 


this period, dividends cannot exceed $883,000. 


eee 


In the opinion of management, the Company has complied with all of the regulations of the legislation. 


- 


(in thousands of Sellers 


WVOUKMAOMG AD tale. asc ater hve e elk wee, a eek eee 
MamgageneceiVabl Gi. .3 20 (ascot ye eee ae 
Net property and equipment. ..2..5.+.+.09...-.74.- 
Operating authorities and incorporation expenses..... 
Less: 
BOmnGate mime Dinar nr a ahrten' eee sare ocean ees. 
Delemediincome taxes <2. 265... uk. nsaecs deuteaee 


SmakemO Ger oceCUitVeewae Ae tea ahaa ee Ue coe eee 


(in thousands except for per share amounts) 


EVE Comma NM Per Ri Ud cnet si Rune Gout ar cae 
COSHEMOPEIA IONS meester yaad ae enciee ss wateen ve 


Gross hort (rOMmlOpehatlOnS. tesss ne. neta w een ene 
General and administrative expenses................ 


Imcomo OSS mronmoOnerationSus. 1220 450.4. une a 
Other income and (expense), net ................45. 


Income (loss) before income taxes..............--.- 
MC OnN CHa X C San en tee rO Sar kiaen WMO oe ee ot ae 


NEGIICOMIG LOSS)ae shiner: eee ae ard eee oe 
Earn OscIOSS) Deh Shale ease tis aanrere leek das clipe ate 


Weighted average shares outstanding............... 


Note: 


MAJESTIC WILEY CONTRACTORS LIMITED 
And Its Subsidiaries 


1977 1976 1975 
$15,711 $17,687 $10,824 
(2,584) (9,720) (5,468) 
1S, 127 7,967 5,356 

50 _ = 
2322 15,997 18,968 
193 193 193 
(3,073) (3,116) (5,209) 
(3,198) (2,885) (3,975) 
$19,421 $18,156 NSilenesere: 
$48,612 $125,093 $108,106 
45,010 117,699 98,582 
S607 7,394 9,524 
BANS iL_ ACO 1,861 
1,445 5,694 7,663 
964 304 (453) 
2,409 5,998 TL 2NO 
1 day B79 3,676 
SaiZo2 $ 2,819 So 3,534 
15.3¢ 34.0¢ 42.7¢ 
S22 8,270 8,262 


1974 


$ 9,002 
(6,251) 


beh) 


21,964 
194 


(9,200) 
(3,920) 


ee yeeks) 


$32,049 
30,871 
ive 
2,078 
(900) 
(88) 
(988) 


ele) 
$ (1,087) 


(13.1¢) 
8,255 


Majestic Wiley Contractors Limited was formed by amalgamation effective May 1, 1974. The above income statement for the year 
ended December 31, 1974 is unaudited and has been re-stated to reflect operations both prior to and subsequent to amalgamation 


during 1974. 
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Officers: 

J. M. Bankes, Chairman of the Board of Directors 
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Company Offices: 

Majestic Wiley Contractors Limited 
10120 - 118 Street 

Edmonton, Alberta, Canada T5K 1Y4 
(403) 482-5921 

P.O. Box 24A 

R.R. No. 1, South Edmonton, Alberta, Canada T6H 4N6 
(403) 988-6561 

Y% Mile Nistler Road 

P.O. Box 567 

Delta Junction, Alaska, U.S.A. 99737 
Falcon Transport Ltd. 

10120 - 118 Street 

Edmonton, Alberta, Canada T5K 1Y4 
(403) 482-5921 

J) IL, Com & Som, line: 

777 Action Street 

Odessa, Missouri, U.S.A. 64076 

(816) 633-7526 


Annual General Meeting: 


All shareholders are invited to attend the 
Annual and General Meeting of Shareholders to be 
held May 5, 1978 at 10:00 A.M. (local time) 


MAJESTIC WILEY CONTRACTORS LIMITED 
And Its Subsidiaries 


in the Alberta Room of the Royal York Hotel, Toronto, Ontario, Canada. 


24. 


MARES PICA IIIBEN 


PRINTERS EDMONTON 
UITHOGRAPHED 


Bley |S 


